RECENED

Louisville Gas and Electric Company

1 N 0/ 220 West Main Street
CHL 0 62084 PO Box 32010
July 1, 2004 Louisville, Kentucky 40232
PUBLIC SERVICE
COMIESION

Mr. Thomas M. Dorman, Executive Director
Public Service Commission of Kentucky

211 Sower Blvd.

P.O. Box 615

Frankfort, Kentucky 40601

Re:  Performance Based Ratemaking ("PBR" Case No. 97-171)

Dear Mr. Dorman:

As directed in the Commission's Order in the above-cited case dated October 26, 2001,
attached are an original and four copies of the PBR quarterly activity report. This report
is a summary of LG&E’s activity under the PBR mechanism for the period beginning
February 1, 2004 and ending April 30, 2004, including data and supporting
documentation for the second quarter of PBR Year 7.

The report includes the following:
1. The non-labor related O&M costs incurred to implement the PBR
mechanisms,
2. The results of LG&E's activity under the PBR.
If you have any questions regarding this matter, please contact Clay Murphy, Director of

Gas Management, Planning and Supply at (502) 627-2424.

Respectfully,

s G

Robert M. Conroy
Manager, Rates

Attachments

A SUBSIDIARY OF
LGEENERGY



Activity Under LG&E’s Performance-Based Ratemaking (“PBR”) Mechanism
February, March, and April 2004

Attached is a preliminary estimate and summary of LG&E’s activity under the PBR
mechanism for February, March, and April of 2004. In accordance with the Order in Case
No. 2001-017 dated October 26, 2001, LG&E is making this quarterly filing.

In each of these quarterly reports, LG&E is supplying the Public Service Commission
(“Commission”) with information which is pertinent to the particular quarter. Also
enclosed is the supporting documentation related to the PBR calculations.

General Discussion:

These results for this quarter cannot and should not be extrapolated for the remainder of
the 2003/2004 PBR period. Savings may occur under the PBR in later months which may
offset the expenses experienced to date.

The results shown in this filing compare the various calculated benchmarks against actual
gas costs for each PBR component by month. The actual gas costs and volumes set forth
herein do not correspond to the dollars and volumes actually booked and reported by LG&E
as purchased gas costs for the month as reported in LG&E’s Gas Supply Clause (“GSC”). The
actual costs and volumes used herein reflect adjustments made to LG&E’s costs and volumes,
not in the month the adjustments were made and booked, but in the month for which the
adjustments were applicable. As billing or volumetric adjustments occur, the results set forth
herein may be modified. If they occur at all, these adjustments are not expected to be
significant.

PBR—Gas Acquisition Index Factor (“GAIF”) is an incentive mechanism for gas
commodity costs. Under this component, LG&E benchmarks its gas commodity costs
against a calculated benchmark representative of the market price of gas by using various
industry-accepted price postings. Factors affecting LG&E’s performance under this
portion of the PBR are discussed below.

Purchasing Practices and Strategy: LG&E has sought to ensure that savings result
under the PBR by (1) aggressively managing gas supplies to ensure that purchases will
be made at less than applicable gas supply indices,(2) purchasing gas at capacity-
constrained points at which points natural gas is typically priced at less than the
referenced indices, and (3) maximizing the use of LG&E’s on-system storage and off-
system contract storage by accelerating or deferring injections (or withdrawals) in order
to maximize savings under the PBR. LG&E has not used any financial instruments to
date in pursuing its objectives under the PBR.

PBR - Transportation Index Factor (“TIF”) is an incentive mechanism for pipeline
transportation costs. With this component, LG&E benchmarks its pipeline transportation
costs against the transportation rates filed with the Federal Energy Regulatory



Commission (“FERC”) by either Texas Gas Transmission Corporation (“Texas Gas”) or
Tennessee Gas Pipeline Company (“Tennessee”), as applicable.

Purchasing Practices and Strategy: LG&E has sought to ensure that savings result
under the PBR by (1) aggressively negotiating pipeline discounts, and (2) releasing
pipeline capacity not required by LG&E to serve its customers. Factors affecting
LG&E’s performance under this portion of the PBR are discussed below.

Texas Gas Transmission Corporation Rate Case: The rates being charged by Texas Gas
are not being billed subject to refund.

Tennessee Gas Pipeline Company: The rates being charged by Tennessee are not being billed
subject to refund.

PBR — Off-System Sales Index Factor (“OSSIF”) is an incentive mechanism for off-
system sales. LG&E may be in a position to sell natural gas or transportation services or
both above cost.

Off-System Sales: LG&E made off-system sales during the reporting period because
opportunities arose to generate savings and LG&E had natural gas under contract and
available for sale. These off-system sales were made to entities not affiliated with LG&E.

Information Required to be Reported: As required by the Commission the following
information is being supplied as a part of this filing.

Preliminary Estimate of Calculated Results: During PBR Year 7, LG&E achieved the
Jfollowing results for the first six months ended April 30, 2004:

PBR-GAIF PBR-TIF  PBR-OSSIF Total
Nov. 2003 ($662,248) $277,151 336,225 (8348,872)
Dec. $2,041,353 $357,286 $876,526 83,275,165
Jan. 2004 $159,284 $474,815 $138,098 8772197
Otr. Subtotal $1,538,389  $1,109,252 31,050,849 3,698,490
Feb. ($320,129) $279,967 30 ($40,162)
Mar. $299,242 $249,229 $198,049 $746,520
Apr. $51,848 $392,822 812,175 8456,845
Otr. Subtotal $30,961 $922,018 $210,224 81,163,203
Total $1,569,350  $2,031,270 81,261,073 $4,861,693



The supporting calculations are enclosed with this filing.

Labor-Related and Operating and Maintenance (“O&M”) Costs: The PBR mechanism
requires that LG&E exclude labor-related or other expenses typically classified as O&M
expenses from the determination of any savings or expenses under the PBR. LG&E is
required to report on a quarterly basis any costs required to implement the PBR
mechanism. Inasmuch as such costs cannot be used to offset the savings or increase
expenses which might arise under the PBR, LG&E has sought to minimize these
incremental costs. LG&E has not incurred any significant quantifiable costs during the
period covered by this quarterly report for activity under the PBR.

pbr_quarterly_reports_psc_2 2004.doc



PBR CALCULATIONS FOR THE 6 MONTHS ENDED
APRIL 30, 2004



PBR-GAIF
CALCULATION OF BENCHMARK GAS COSTS
(“BGC”)



PBR-GAIF
SUPPORTING CALCULATIONS
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PBR-GAIF
CALCULATION OF ACTUAL GAS COSTS
(“AGC”)
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PBR-GAIF
CALCULATION OF SAVINGS AND/OR EXPENSES
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PBR-GAIF
INDICES



PBR-GAIF
INDICES
TEXAS GAS - ZONE SL
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CALCULATION OF ANNUAL ACTUAL GAS
TRANSPORTATION COSTS
(“AAGTC”)
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PBR-TIF
TEXAS GAS TARIFF SHEETS
RATE STF



Texas Gas Transmission Corporation

FERC Gas Tariff Eighth Revised Sheet No.

1lip

First Revised Volume No. 1 Superseding
Seventn Revised Sheet No. 11D
vrrently Effective Maximum Transportation Rates (S per MMSBtu)
for Service under Rate Schedule STF and STFX
Peak (Winter)-Demand Off-Peak (Summer)-Demand
3ase urrently Base Currently
Ta-lfs Effective Tarlisf Zifaztive
Rates GRI{L Rates Rates SRI(L: Rates
SL-SL .zl 0.0015 0.1:38 0.0339 0.0016 0.0508
SL-1 2.2503 0.0016 0.2519 0.1039 0.0016 0.110S
SL- C.3076 0.0016 0.3092 0.1338 0.0016 0.1354
SL-3 0.3695 0.001s6 0.3711 0.1607 0.001s6 0.1623
SL-4 €.4478 0.00186 0.4494 0.1947 0.0016 0.1963
1-1 2.2045 0.0016 0.2061 0.0830 0.0016 0.0906
1-2 T.26.8 0.0016 0.2634 0.1139 0.0016 0.1155
-3 .3232 0.0Cls 0.3243 0.14235 0.0016 0.1421
1-4 z.402¢C 0.00158 0.4036 0.1743 0.0016 G.1764
2-2 .l750 0.0016 0.1767 0.0763 0.0016 2.0779
2-3 2.2332 0.0016 0.2393 0.1036 0.0016 5.1082
2-3 z.3178 C.0Cis8 0.3194 0.1382 0.0016 6.1393
3-3 .1327 0.0016 0.1843 0.0795 0.0016 0.0311
3-3 .2827 0.0Cl6 0.2643 0.1143 0.0016 3.1153
-4 I.1329 0.001% 0.1345 0.0333 J.Cd18 c.C855
N:ra: T-a semmcdity rate is the applicable FT commodity rate on Sheet No. 1la.
Tma2 ITF swerruin rate eguals tha dalily demand rate plus applitable FT scmmedity rate.
M_~.m.r -:i2: Cerand $§-0- The mirimum ccommedity rate is presented on Sheet 122,
STF Premium for Term C.fferentlation within Seascn
2 223X (A_-"t2r) Seassn '3 CfI-P2ak (3.rmer) Se2assn
A_lcwable Allzwable
Zontzacst Cintrzact
Zinos Tarm Premium (2} Cortrazt Term Prem..m:3
Up £tz 1 menth ip to 25 cents Up to 1 menth up to 25 cents
Sreater than 1 Greater than 1
mIntnh, Up te merth, Up ts
137 da,s .g t: 13 cents 213 days p ts 1T zents
R ZFI z.rzhacze apgplicabla ~t to Seztlzn 27 of the Jenaral Tamms and Titdlrtians Tha2
T 2z..,; derand adiiostment Lcw lcad faztor sustomers (l2ad fastor af £ gerzent o
L3 32.27227.
“l. At:zva 3azs W_-~tar Cema~d Rate
‘3; Afzve Rasze S_ormmer Cerand Rate
Issu2d y: H. De2an Jon2s II, Yice Presiden:z, Commercial Opera-zion
Issued zn: April 23, 2003 Zffective con: Jurn2 i, 2003
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TENNESSEE TARIFF SHEETS
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TENNESSEE GAS PIPELINE COMPANY

FIFTH REVISED VOLUME NO. 1

Twenty-First Revised Sheer No.

RP03-126 ACCEPTED 12/20/02
FERC Gas Tariff Twenty-Second Revised Sheet No. 23

Superseding

23

RATES PER DEXATHEARM
FIRM TRANSPCRTATICN RAT
RATE SCHEZULE FOR FT-A

SN IERITSIBTINGCEINIRITNARNTAASIRNAND

Base Resecvation Razes DELIVERY ZONE

£s

--------------- e e g
Z2NE Q L 3 2 3 4 s [ 1
-l $3.19 $6.43 $3 36 $10.83 $.2.22 S$l4.C9 $.6.%)3
L $2.71
3 $6.66 §4.92 $7.63 $9.08 5.7 $12.64 $.%5.15
2 $9.06 $7.62 3.86 $4.32 $6.)2 $7.83 5:0.)3
3 §13.95) $9.08 $4.32 $2.08 $6.28 $7.864 $10.:4
4 $12.%) sil1.08 $6.32 $6.00 §2.71 $1.38 $5.8)
$ $14.09 $12.64 $7.89 $7.64 $3.38 $2.85 $4.93
4 $16.59 $15.18 $12.39 S$10.14 $5.99 $4.9) $3.18
Surcharcses CELIVERY ZONE
---------------- .- RECEIPT ~-comceccccammecccaccetacencncraceccccaanacacaretcacesnaccaaaananns
ZONE -} L 1 2 3 4 1 é
PI3 A2;ustmenz; L/ 0 $0.03 $0.03 $0.99 $0.C0 §2.83 $¢.23 §3.33
L §3.090
X $3.900 §3.¢c0 .90 $0.00 .30 $§9.939 §3.22
2 §0.00 $3.00 $3.93 $0.00 .32 §2.2%0 $3.¢2
b] $0.00 §0.00 $3.09 §3.¢C0 3.8% $3.¢2 $3 33
4 $0.0¢ $3.00 $0.00 $0.020 $3.82 $3.¢¢ $C.C2
H 2.99 .09 §3.00 §0.0¢ s¢.2o $3.03 §3.¢2
6 $3.c2 $3.990 $3.00 §3.233 §2.8° §C. 80 .32
Max.m.% Reservat.zcrn Razes 2/, / CEZLIVERY ZONE
---------------------------- REZEIPT eccvevmccammansccnvecsossocanesmemnenaceseianmesnacesansennsessen
SINE ] L 1 2 3 4 s 6
[} §3.0 $6.45 §3.65 $13.S83) §12.22 5.4.23 5.5.5)
L §2.72
. $6.56 $4.92 §T.62 §9.88 5.2.77 $.2.83% §15.15
2 $3.Cs6 $7.62 52.96 $4.32 $3.32 §7.93 §.2.33
] $.2.953 §3.29 54.22 2.85 $5.23 $T 64 S13.I%
4 §.2.53 $i1.28 $5.12 $8.03 $3.71 $3.33 §¢.55
H $.4.03 §12.84 $°.83 §T.84 53.3 $§2.35 $3 3)
[ §.5.5) §15 18 3,33 510.14 $§5.3% 54.9) 5319

< 3ase Reservation Rates The minimum FT-A Reservatian Raze is §3.00 per Tz

Noztes
1/ 773 adiisiment surcharge originally effective for PCB Ad:ustmen: Period of Jul
S232. was revised and the PC3 Adjusiment Periocd has been extended unz:il Jire )

the Stipulatizn and Agreemen:z filed on May 15, 1995 and appraved Ty Commissicz
NoverZer 29, 1995 and Febzuary 23, 1996.

27 Max.m.m rates ace inclusive of base razes and above surzharges
3/ Gas Research Institute Charge (GRI) of 53.050C for Furm Tramsporzazion wizh »: 53Y Load Fazzasr and
t included :in the abcve maximum rates

2.0).3 far Fizm Transportation with ¢ SCV Load Faz:or are no

.

Issued by: Jake Hiatt, Vice President
Issued on: November 27, 2002 Effective on:

January 1,

Filed to comply with order of the Federal Energy Regulatcry Commissicn, Decket

No. RP02-354, issued September 19, 2002



TENNESSEE GAS PIPELINE COMPANY

FERC Gas Tariff
FIFTH REVISED VOLUME NO. 1

RP03-126

ACCEPTED 12/20/02
Thirteenth Revised Sheet No. 23A

Superseding

Substitute Twelfth Revised Sheet No. 23

RATES PER DERATHERM

Base Comacdizy Rates

CSMMCDITY RATES

RATE SCTHED

JLE FCR 7F7U-A

LR EEER SRR EE SRR FREEREREEE B R R BN I i

-

DELIVERY ZCNE

-------------- ceeenn RECE T = cccemeo e e iacac e e et caacaeacasatncasoccnnanananan.
2SNZ ] L X 3 4 [ ‘
e $3.24123 $3.3863 $0.0830 $2.093 SC.L118 $3.123: $3.1638
L $2.0236
1 §.23983 $9.3572 $9.3776 $3.0874 $§3.1014 $2.1:26 33.:%2)
2 $3.38223 $3.8776 $3.54)) $3.0S53C $3.3531 $0.078) $3.1:15)3
b §3.C9°3 $3.0374 $2.0S530 $0.036é $3.0663 50.076%5 $2.1142
4 §3.1133 $3.1228 $0.063% $7.0663 $2.040% $3.0459 $3.03)4
S $0.1231 $0.1126 $0.078) $J.0765 $3.0459 $0.0427 $3.076S
¢ $3.1628 $3.1523 $SO.1159 $0.12142 $3.281)4 $0.074S $2.0642
Miaims
Commed:ty Rates 13/ SELIVERY 22NE
------------------ el e R I R L R R TR
ZCNZ 3 L b3 3 4 S 6
] $9.3¢2% §C.2234 $2.016% $2.0191 $3.023) §3.2259 §2.2328
L $3.29134
b3 §3.023¢6 $§3.0C67 $0.C129 §2.0159 $0.0202 33.0236 $2.9294
2 $3.CL82 $3.2123 $3.0C24 $2.0054 $C.01C0 §3.€231 §3.3:93
3 $3.¢Cl92 $0.C159 $0.00S84 $0.02C4 $2.009% $3.0125 $3.92:34
4 §¢C.3217 §3.92C5 $2.C.20 $9.0095 $J.€218 §2.22812 $§2.2%92
5 §3.22¢8 52 8236 $2.0131 S2.0125 $2.0032 53.2%32 §2.2:6)
[ §3.2326 §3.3254 $0.3139 52.C234 $3.6090 §2.03589 §°.323
., 2/, 3/ SELIVEIRY 22NE
---------------------------- L Etal - R e R
ZONZT Q L b3 3 4 S [
3 §2.23%22 $5.2373° sz 245 50.1033 8§23 1179 s2..232 S2.1859
L $2 2347
a .07 §2.253) S$2.2837 S2 5935 §3.127% §3 1137 §3 15354
2 20340 $2 22337 §2.0434 $3.CS5FL §3 5741 §$3.2344 S$5.12I0
3 $3 1352 §3 2338 $C.0531 51342 $0.9724 L3824 52..20)
4 PSS $53.02235 $2.C742 $2.0724 $3.0462 §3.8523 3°.3333
S $3.1292 53.1237 $0.0344 $2.0325 §2.0529 c43§% §2 Cals
§ $§3.1585) $3.0564 $0.1220 $2.12C) $3.2835 $2.0926 §2 2°2)
Nzzes
1/ The ascve maximum rates include a per S:h tharge for
AZA Asmual Charge Adsus:iment $3 2328
(3R Sas Resear:sh Instizute charse $°.8C40
SEI will N0t be assessed if 1t is zurrently Seing Faii Sn anither pipeline
$/ Tre TIS3 Surchazge is only applicadble o del:veries in ine SUZPly area as definmed 35 Shees N 130
$ surtharge is not included in the Max:imim Razes MazT.x.
(7255, Transicion Cost Suscharge - Supply Acea $§2.022s
3/ The azpli:zadle fuel rezencioan perzentages are l:isted cn Sheet N3, 13, provided that {37 service
renlered solely by displacement, shipper shall render cnly :he quantity of gas associazed wizn
lcsses of .S%.
Issued ky: Jake Hiate, ice Presiden:
Issued cn: November 27, 2002 Effective on: January 1, 220

Filed to comply with order of the Federal Energy Regulatory Ccmmissicn, Docket

No. RP02-354,

issued September 19,

2002
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SUPPORTING CALCULATIONS



PBR-OSSIF
CALCULATION OF OFF-SYSTEM SALES REVENUE
(“OSREV”), OUT-OF-POCKET COSTS (“O0PC”), AND
NET REVENUE (“NR”)
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0% 0$ 0% 0% 0$ 0$ 0$
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0$ 0% 0$ 0$ 0% 0% 0$
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S/L'ZLS 000'292% 0% 0$ 0$ 000'292% G/1'6/2$

6¥0'861$ LGL'/G0'v$ 0% 0$ 0$ LSL'250'p$ 00Z'sSZ'v$
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